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RULES  AND  REGULATIONS 


[4210-01] 

Title  24 — Housing  and  Urban  Development 

CHAPTER  X— FEDERAL  INSURANCE  ADMINIS¬ 
TRATION,  DEPARTMENT  OF  HOUSING  AND 
URBAN  DEVELOPMENT 

SUBCHAPTER  B— NATIONAL  FLOOD  INSURANCE 
PROGRAM 

[Docket  No.  R-78-507] 

MANDATORY  FLOOD  INSURANCE 

AGENCY:  Federal  Insurance  Adminis¬ 
tration. 

ACTION:  Final  rule. 

SUMMARY:  This  rule  amends  Parts 
1909,  1914,  and  1925  of  24  CFR  to  in¬ 
clude  changes  in  the  National  Flood 
Insurance  Program  imposed  by  the 
Housing  and  Community  Development 
Act  of  1977.  The  rule  updates,  also, 
the  list  of  States  exempt  from  the 
mandatory  insurance  purchase  re¬ 
quirements  pursuant  to  Section  102(c) 
of  the  Federal  Disaster  Protection  Act 
of  1973,  as  amended. 

EFFECTIVE  DATE:  February  17, 
1978. 

FOR  FURTHER  INFORMATION 
CONTACT: 

Mr.  Richard  W.  Krimm,  Assistant 
Secretary,  Office  of  Flood  Insur¬ 
ance,  202-755-5581  or  toll  free  line 
800-424-8872,  Room  5270,  451  Sev¬ 
enth  Street  SW.,  Washington,  D.C. 
20410. 

SUPPLEMENTARY  INFORMATION: 
Section  704  of  Pub.  L.  95-128  increased 
the  maximum  limits  of  flood  insurance 
coverage  available  under  the  Regular 
Program  for  residential  properties  and 
small  business  concerns  to  better  re¬ 
flect  today’s  real  estate  and  property 
values.  Thus,  the  ceiling  of  flood  in¬ 
surance  coverage  on  residential  struc¬ 
tures  is  increased  to  $185,000,  and  on 
contents  to  $60,000.  In  the  case  of  a 
small  business  property,  $250,000 
worth  of  flood  insurance  coverage  for 
the  structure  shall  be  available.  It 
must  be  emphasized  that  risk  premi¬ 
um  actuarial  rates  would  prevail  for 
additional  insurance  coverage  avail¬ 
able  under  the  Regular  Program.-  The 
increased  limits  were  published  in  the 
Federal  Register  at  43  FR  2572  on 
January  17,  1978.  Section  701(b)  ex¬ 
tended  the  Emergency  Program  to 
September  30,  1978.  Thus,  technical 
amendments  were  necessary  to  reflect 
that  change. 

Section  703(b)  of  Pub.  L.  95-128 
amended  the  definition  of  “financial 
assistance  for  acquisition  or  construc¬ 
tion  purposes”  to  exclude  all  disaster 
assistance  unless  flood-related.  This 
exclusion  of  nonflood-related  disaster 
(i.e.,  fire,  tornado)  assistance  from 
that  definition  means  that  flood  insur¬ 
ance  is  no  longer  required  as  a  condi¬ 


tion  for  a  Federal  loan  to  repair  dam¬ 
aged  property  in  a  community  which 
suffers  a  disaster  unrelated  to  flood¬ 
ing. 

It  has  been  determined  that  these 
rule  changes  do  not  have  a  substantial 
impact  upon  the  quality  of  the  envi¬ 
ronment.  A  finding  to  that  effect  is  in¬ 
cluded  in  the  formal  docket  file  in  the 
Office  of  the  Rules  Docket  Clerk  and 
is  available  for  public  inspection  and 
copying. 

Note.— It  is  hereby  certified  that  the  eco¬ 
nomic  and  inflationary  aspects  of  these  rule 
changes  have  been  carefully  evaluated  in  ac¬ 
cordance  with  OMB  Circular  A-107  and 
E.O.  11821. 

As  the  purpose  of  these  revisions  is 
to  reflect  legislative  history,  and  for 
the  convenience  of  the  public,  further 
notice  and  public  procedure  are  unnec¬ 
essary,  and  cause  exists  to  make  these 
revisions  effective  upon  publication. 
Accordingly,  Subchapter  B  of  Chapter 
X  of  Title  24  of  the  Code  of  Federal 
Regulations  is  revised  as  follows: 

PART  1909— GENERAL  PROVISIONS 

1.  Section  1909.1  is  amended  to  read 
as  follows: 

§  1909.1  Definitions. 

•  •  •  *  • 

“Financial  assistance  for  acquisition 
or  construction  purposes”  means  any 
form  of  financial  assistance  which  is 
intended  in  whole  or  in  part  for  the 
acquisition,  construction,  reconstruc¬ 
tion,  repair,  or  improvement  of  any 
publicly  or  privately  owned  building  or 
mobile  home,  and  for  any  machinery, 
equipment,  fixtures,  and  furnishings 
contained  or  to  be  contained  therein, 
and  shall  include  the  purchase  or  sub¬ 
sidization  of  mortgages  or  mortgage 
loans  but  shall  exclude  assistance  pur¬ 
suant  to  the  Disaster  Relief  Act  of 
1974  (other  than  assistance  under 
such  Act  in  connection  with  a  flood). 
It  includes  only  financial  assistance  in¬ 
surable  under  the  Standard  Flood  In¬ 
surance  Policy. 

2.  Section  1909.2(a)  is  amended  to 
read  as  follows: 

§  1909.2  Description  of  program. 

(a)  The  National  Flood  Insurance 
Act  of  1968  was  enacted  by  Title  XIII 
of  the  Housing  and  Urban  Develop¬ 
ment  Act  of  1968  (Pub.  L.  90-448, 
August  1,  1968)  to  provide  previously 
unavailable  flood  insurance  protection 
to  property  owners  in  flood-prone 
areas.  Mudslide  (as  defined  in  §  1909.1) 
protection  was  added  to  the  Program 
by  the  Housing  and  Urban  Develop¬ 
ment  Act  of  1969  (Pub.  L.  91-152,  De¬ 
cember  24,  1969).  Flood-related  erosion 
(as  defined  in  §1909.1)  protection  was 
added  to  the  Program  by  the  Flood  Di¬ 
saster  Protection  Act  of  1973  (I»ub.  L. 
93-234,  December  31,  1973).  The  Flood 


Disaster  Protection  Act  of  1973  re¬ 
quires  the  purchase  of  flood  insurance 
on  and  after  March  2,  1974,  as  a  condi¬ 
tion  of  receiving  any  form  of  Federal 
or  federally-related  financial  assis¬ 
tance  for  acquisition  or  construction 
purposes  with  respect  to  insurable 
buildings  and  mobile  homes  within  an 
identified  special  flood,  mudslide  (i.e., 
mudflow),  or  flood-related  erosion 
hazard  area  that  is  located  within  any 
community  participating  in  the  Pro¬ 
gram.  The  Act  also  requires  that  on 
and  after  July  1,  1975,  or  one  year 
after  a  community  has  been  formally 
notified  by  the  Administrator  of  its 
identification  as  community  contain¬ 
ing  one  or  more  special  flood,  mudslide 
(i.e.,  mudflow),  or  flood-related  erosion 
hazard  areas,  no  such  Federal  finan¬ 
cial  assistance  shall  be  provided  within 
such  an  area  unless  the  community  in 
which  the  area  is  located  is  then  par¬ 
ticipating  in  the  Program,  subject  to 
certain  exceptions.  See  FIA  published 
Guidelines  at  §  1909.4(c). 

•  •  •  •  * 

3.  Section  1909.3  is  amended  to  read 
as  follows: 

§  1909.3  Emergency  program. 

The  1968  Act  required  a  risk  study 
to  be  undertaken  for  each  community 
before  it  could  become  eligible  for  the 
sale  of  flood  insurance.  Since  this  re¬ 
quirement  resulted  in  a  delay  in  pro¬ 
viding  insurance,  the  Congress,  in  sec¬ 
tion  408  of  the  Housing  and  Urban  De¬ 
velopment  Act  of  1969  (Pub.  L.  91-152, 
December  24,  1969),  established  an 
Emergency  Flood  Insurance  Program 
as  a  new  Section  1336  of  the  National 
Flood  Insurance  Act  (42  U.S.C.  4056) 
to  permit  the  early  sale  of  insurance  in 
flood-prone  communities.  The  emer¬ 
gency  program,  which  under  existing 
law  extends  to  September  30,  1978, 
does  not  affect  the  requirement  that  a 
community  must  adopt  adequate  flood 
plain  management  regulations  pursu¬ 
ant  to  Part  1910  of  this  subchapter 
but  permits  insurance  to  be  sold 
before  a  study  is  conducted  to  deter¬ 
mine  risk  premium  rates  for  the  com¬ 
munity.  The  program  still  requires 
upon  the  effective  date  of  a  FIRM  the 
charging  of  risk  premium  rates  for  all 
new  construction  and  substantial  im¬ 
provements  and  for  higher  limits  of 
coverage  for  existing  structures. 

4.  Section  1909.4  is  amended  as  fol¬ 
lows:  Paragraph  (a)(5)  is  amended; 
paragraph  (b)(1)  is  amended  and  para¬ 
graphs  (b)  (12),  (13).  and  (14)  are 
added  to  read  as  follows: 

§  1909.4  References. 

(a)  The  following  are  statutory  ref¬ 
erences  for  the  National  Flood  Insur¬ 
ance  FTogram,  under  which  these  reg¬ 
ulations  are  issued: 

•  •  •  •  * 
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.  (5)  Pub.  L.  95-128  (effective  October 
12.  1977). 

(b)  The  following  are  references  rel¬ 
evant  to  the  National  Flood  Insurance 
Program: 

(1)  Executive  Order  11988  (Flood- 
plain  Management,  dated  May  24, 
1977  (42  FR  26951,  May  25,  1977)). 

•  •  •  •  • 

(12)  Executive  Order  11990  (Protec¬ 
tion  of  Wetlands,  dated  May  24,  1977 
(42  FR  26951,  May  25,  1977)). 

(13)  Water  Resources  Council  (Guid¬ 
ance  for  Floodplain  Management)  (42 
FR  52590,  September  30.  1977). 

(14)  Unified  National  Program  for 
Floodplain  Management  of  the  United 
States  Water  Resources  Council,  July 
1976. 


PART  1914— COMMUNITIES  FLIGIBLE  FOR  THE 
SALE  OF  INSURANCE 

5.  Section  1914.1(b)  is  amended  to 
read  as  follows: 


§  1914.1  Purpose  of  part. 

•  •  •  •  * 

(b)  42  U.S.C.  4056  authorizes  an 
emergency  implementation  of  the  Na¬ 
tional  Flood  Insurance  Program 
whereby,  for  a  period  ending  on  Sep¬ 
tember  30,  1978,  the  Administrator 
may  make  subsidized  coverage  avail¬ 
able  to  eligible  communities  prior  to 
the  completion  of  detailed  risk  studies 
for  such  areas.  This  Part  also  de¬ 
scribes  procedures  under  the  emergen¬ 
cy  program  and  lists  communities 
which  become  eligible  under  that  pro¬ 
gram. 


PART  1925-EXEMPTION  OF  STATE-OWNED 
PROPERTIES  UNDER  SELF-INSURANCE  PLAN 

6.  Section  1925.14  is  amended  to  read 
as  follows: 

§  1925.14  States  exempt  under  this  part. 
The  following  States  have  submitted 


applications  and  adequate  supporting 
documentation  and  have  been  deter¬ 
mined  by  the  Administrator  to  be 
exempt  from  the  requirement  of  flood 
insurance  on  State-owned  structures 
and  their  contents  because  they  have 
in  effect  adequate  State  plans  of  self- 
insurance:  Maine,  Georgia,  Oregon, 
and  Florida. 

(National  Flood  Insurance  Act  of  1968  (Title 
XIII  of  the  Housing  and  Urban  Develop¬ 
ment  Act  of  1968),  effective  January  28, 
1969  (33  FR  17804,  November  28,  1968),  as 
amended  (42  U.S.C.  4001-4128);  and  Secre¬ 
tary’s  delegation  of  authority  to  Federal  In¬ 
surance  Administrator,  34  FR  2680,  Febru¬ 
ary  27,  1969,  as  amended  (39  FR  2787,  Janu¬ 
ary  24,  1974).) 

Issued  at  Washington,  D.C.,  Febru¬ 
ary  3,  1978. 

Patricia  Roberts  Harris, 
Secretary,  Housing 
and  Urban  Development. 

[FR  Doc.  78-4277  Filed  2-16-78;  8:45  am] 
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NOTICES 


[4210-01] 

DEPARTMENT  OF  HOUSING  AND 
URBAN  DEVELOPMENT 

Federal  Insurance  Administration 

[Docket  No.  N-78-842] 

MANDATORY  PURCHASE  OF  FLOOD 
INSURANCE 

Guidelines 

AGENCY:  Federal  Insurance  Adminis¬ 
tration,  Department  of  Housing  and 
Urban  Development. 

ACTION:  Notice. 

SUMMARY:  The  revised  Guidelines 
provide  guidance  to  the  many  Federal 
agencies  and  private  lending  institu¬ 
tions  subject  to  the  flood  insurance 
purchase  requirements  of  section  102 
of  the  Federal  Disaster  Protection  Act 
of  1973,  as  amended.  The  revisions  are 
necessary  due  to  changes  made  by  the 
Housing  and  Community  Development 
Act  of  1977.  " 

EFFECTIVE  DATE:  February  17, 
1978. 

FOR  FURTHER  INFORMATION 
CONTACT: 

Mr.  Richard  Krimm,  Assistant  Ad¬ 
ministrator  for  Flood  Insurance, 
Office  of  Flood  Insurance,  Federal 
Insurance  Administration,  Washing¬ 
ton,  D.C.  20410,  202-755-5581. 

SUPPLEMENTARY  INFORMATION: 
The  Flood  Disaster  Protection  Act  of 
1973  (Pub.  L.  92-234,  December  31, 
1973,  hereinafter  referred  to  as  the 
“Act”)  requires  the  purchase  of  flood 
insurance  on  and  after  March  2,  1974, 
as  a  condition  of  receiving  any  form  of 
Federal  or  Federally  related  financial 
assistance  for  acquisition  or  construc¬ 
tion  purposes  in  identified  zones,  A, 
A 1-30,  A99,  VI-30,  A0,  VO,  M,  and  E 
within  any  community  currently  par¬ 
ticipating  in  the  National  Flood  Insur¬ 
ance  Program.  This  federal  program  is 
authorized  by  the  National  Flood  In¬ 
surance  Act  of  1968  (42  U.S.C.  4001- 
4127). 

Until  July  1,  1975,  the  statutory  re¬ 
quirement  for  the  purchase  of  flood 
insurance  did  not  apply  until  and 
unless  the  community  entered  the  pro¬ 
gram  and  the  special  flood  hazard 
areas  had  been  identified.  However, 
after  July  1,  1975,  the  requirement  ap¬ 
plies  to  all  identified  special  flood 
hazard  areas  within  the  United  States. 
After  that  date,  no  Federal  financial 
assistance  for  acquisition  or  construc¬ 
tion  of  a  structure  can  be  provided  in 
these  areas  unless  the  community  has 
entered  the  program  and  flood  insur¬ 
ance  has  been  purchased,  provided 
that  the  community  has  been  identi¬ 
fied  as  flood-prone  for  at  least  1  year. 

The  term  Federal  financial  assis¬ 
tance  includes  loans,  grants,  guaran¬ 


tees,  and  similar  forms  of  direct  and 
indirect  assistance  from  Federal  agen¬ 
cies,  such  as  FHA  or  VA  mortgage  in¬ 
surance.  For  communities  participat¬ 
ing  in  the  National  Flood  Insurance 
Program,  it  also  includes  conventional 
loans  from  Federally  insured,  super¬ 
vised  or  approved  lending  institutions. 

Acquisition  or  construction  purposes 
include  all  forms  of  construction,  re¬ 
construction,  repair,  or  improvement 
to  real  estate,  whether  or  not  the 
value  of  the  building  is  enhanced,  and 
the  flood  insurance  purchase  require¬ 
ment  applied  to  both  private  and 
public  recipients,  except  as  otherwise 
noted  in  the  guidelines.  Terms  used  in 
the  National  Flood  Insurance  Program 
appear  at  24  CFR  Part  1909,  and  apply 
to  these  guidelines. 

In  addition  to  increasing  the  maxi¬ 
mum  limits  of  flood  insurance  cover¬ 
age  available  under  the  regular  Pro¬ 
gram  and  extending  the  Emergency 
Program  to  September  30,  1978,  the 
Housing  and  Community  Development 
Act  of  1977  contained  two  other  im¬ 
portant  revisions. 

The  first,  section  703(b)  of  Pub.  L. 
95-128,  amended  the  definition  of  “fi¬ 
nancial  assistance  for  acquisition  or 
construction  purposes”  to  exclude  di¬ 
saster  assistance  pursuant  to  the  Di¬ 
saster  Relief  Act  of  1974  (Pub.  L.  93- 
288)  unless  flood  related.  This  exclu¬ 
sion  of  nonflood-related  disaster  (i.e., 
fire,  tornado)  assistance  from  the  defi¬ 
nition  statutorily  means  that  flood  in¬ 
surance  is  no  longer  required  as  a  con¬ 
dition  for  a  Federal  loan  to  repair 
damaged  property  in  a  community 
which  suffers  a  disaster  unrelated  to 
flooding.  The  Administrator  for  the 
Federal  Disaster  Assistance  Adminis¬ 
tration  (FDAA)  has  determined  that 
the  FDAA  will,  pursuant  to  its  man¬ 
date,  require  community  participation 
in  the  Program  and  purchase  of  flood 
insurance  by  the  applicant  for  perma¬ 
nent  work  not  rendered  in  connection 
with  a  flood. 

The  second  replaced  section  202(b) 
of  the  Act  with  an  entirely  new  section 
202(b).  Section  202(b)  formerly  limited 
the  ability  of  Federally  regulatory,  su¬ 
pervised  and  insured  lending  institu¬ 
tions  to  make  conventional  mortgage 
loans  in  special  flood  hazard  areas  of 
communities  which  were  not  partici¬ 
pating  in  the  Program  within  one  year 
from  the  community’s  flood-prone 
identification.  The  new  section  re¬ 
quires  the  Federal  agencies  responsi¬ 
ble  for  regulating,  approving,  supervis¬ 
ing,  and  insuring  the  banks  and  sav¬ 
ings  and  loan  institutions  to  require 
those  financial  institutions  to  notify  a 
borrower,  before  the  loan  is  made 
whether,  in  the  event  of  flood  damage 
to  the  improved  real  estate  or  mobile 
home,  Federal  disaster  assistance  will 
be  available  to  the  property. 

The  guidelines  also  reflect  the  Secre¬ 
tary’s  determination,  pursuant  to  sec¬ 


tion  1340  of  the  National  Flood  Insur¬ 
ance  Act  of  1968  (Pub.  L.  90-448),  that 
operation  of  the  flood  insurance  pro¬ 
gram  authorized  by  the  National 
Flood  Insurance  Act  of  1968  would  be 
assisted  materially  by  the  Federal 
Government’s  assumption,  in  whole  or 
in  part,  of  the  operational  responsibil¬ 
ity  for  flood  insurance. 

Substantive  changes  in  these  guide¬ 
lines  presently  are  under  consider¬ 
ation. 

A.  Background 

1.  Description  of  program  and  pro¬ 
gram  limits,  (a)  The  National  Flood 
Insurance  Program  was  enacted  by  the 
Congress  in  1968  as  a  means  of  making 
flood  insurance,  which  was  previously 
unavailable  from  the  private  insurance 
industry,  available  at  reasonable  rates 
within  communities  that  meet  certain 
flood  plain  management  measures, 
consistent  with  Federal  criteria,  to 
reduce  or  avoid  flooding  in  connection 
with  future  construction  in  their  flood 
plains. 

(b)  The  program  is  highly  subsidized 
and  seeks  in  its  early  stages  to  assure 
wiser  future  flood  plain  management 
rather  than  to  obtain  adequate  premi¬ 
ums  for  the  coverage  provided.  Howev¬ 
er,  flood  insurance  for  buildings  con¬ 
structed  within  identified  special  flood 
hazard  areas  after  December  31,  1974 
(or  the  effective  date  of  the  initial 
Flood  Insurance  Rate  Map,  whichever 
is  later),  are  subject  to  actuarial 
rather  than  the  subsidized  premium 
rates.  Such  rates  can  be  prohibitively 
expensive  unless  the  buildings  are 
properly  elevated  or  flood-proofed  to 
lessen  flood  damage. 

(c)  Communities  entering  the  Na¬ 
tional  Flood  Insurance  Program  gener¬ 
ally  do  so  in  two  phases.  They  first 
become  eligible  for  the  sale  of  flood  in¬ 
surance  in  the  Emergency  Program, 
under  which  lower  limits  of  coverage 
are  available  and  all  such  insurance  is 
sold  at  subsidized  premium  rates. 
After  the  flood  insurance  rate  study 
has  been  completed,  a  community 
enters  the  Regular  Program  under 
which  full  limits  of  coverage  are  avail¬ 
able. 

(d)  Under  the  Regular  Program, 
buildings  constructed  on  or  before  De¬ 
cember  31,  1974  (or  before  the  effec¬ 
tive  date  of  the  rate  map,  if  later),  as 
well  as  those  outside  of  the  special 
flood  hazard  areas,  remain  eligible  for 
the  lower  available  coverage  (known  as 
“first  layer”  coverage)  at  either  subsi¬ 
dized  rates  or  actuarial  rates,  whichev¬ 
er  are  cheaper.  All  other  buildings  re¬ 
quire  actuarial  rates  on  both  layers  of 
coverage. 

(e)  Regardless  of  date  of  construc¬ 
tion,  actuarial  rates  are  always  re¬ 
quired  for  the  full  limits  of  coverage, 
although  subsidized  coverage  may  be 
available  for  lower  amounts  of  cover¬ 
age  for  existing  construction. 
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(f)  Present  limits  of  coverage  under 
the  Emergency  Program  (except  in 
Alaska,  Hawaii,  the  Virgin  Islands,  and 
Guam)  are  $35,000  on  single  family 
dwellings  and  $100,000  on  all  other 
types  of  buildings,  with  $10,000  per 


unit  available  for  residential  contents, 
and  $100,000  per  building  available  for 
nonresidential  contents.  In  Alaska, 
Hawaii,  the  Virgin  Islands,  and  Guam, 
limits  on  residential  structure  cover¬ 
age  under  the  Emergency  Program  are 


increased  to  $50,000  on  single-family 
dwellings  and  $150,000  on  buildings 
containing  more  than  one  unit. 

(g)  The  following  chart  provides  the 
limits  of  coverage  available  and  maxi¬ 
mum  amounts  required  under  section 
102. 


Available  Limits  of  Coverage  for  Existing  and  New  Construction  Under  the  Regular  Program 


Maximum 


First  layer 
(emergency) 

Second  layer 
(regular) 

Total 

required  under 
the  act 

Single  family  residential 

Except  in  Hawaii,  Alaska,  Guam,  U.S. 

Virgin  Islands . 

$35,000 

$150,000 

$185,000 

$70,000 

In  Hawaii.  Alaska,  Guam,  U.S.  Virgin 

Islands . 

Other  residential 

50,000 

■  150,000 

185,000 

100.000 

Except  in  Hawaii.  Alaska.  Guam,  U.S. 

Virgin  Islands . 

100.000 

150,000 

250,000 

200.000 

In  Hawaii.  Alaska,  Guam.  U.S.  Virgin 

Islands . 

150,000 

»  150,000 

250,000 

250,000 

Small  business . 

100,000 

150,000 

250,000 

200,000 

Churches  and  other  properties . 

100.000 

100,000 

200,000 

200,000 

Contents 

Residential . 

10,000 

50,000 

60,000 

20,000 

Small  business . 

100,000 

200,000 

300,000 

200,000 

Churches,  other . 

100,000 

100,000 

200,000 

200,000 

Properties  (per  unit) . 

<3> 

<*> 

(3) 

(3> 

•  N.B.  add  to  $35,000. 

•  N.B.  add  to  $100,000. 

1  No  change  in  amounts  available  and  amounts  required  for  insurable  property  pursuant  to  the  emergency  program. 


(h)  The  regulations  governing  the 
National  Flood  Insurance  Program  are 
set  forth  in  Title  24  of  the  Code  of 
Federal  Regulations,  Chapter  X  Sub¬ 
chapter  B,  commencing  at  Part  1909. 
Specific  information  on  insurance  cov¬ 
erage  and  rates  is  set  forth  in  24  CFR 
Part  1911,  as  amended. 

(2)  Community  eligibility  and  spe¬ 
cial  flood  hazard  area  identifications. 

(a)  Once  a  community  has  met  eligibil¬ 
ity  requirements  for  the  Emergency 
Program  and  has  submitted  a  copy  of 
its  preliminary  flood  plain  manage¬ 
ment  measures,  the  Federal  Insurance 
Administration  arranges  for  the  sale 
of  flood  insurance  within  the  commu¬ 
nity  in  less  than  two  weeks  (normally, 
within  6  working  days).  The  eligibility 
date  for  a  particular  community  is 
always  published  in  the  Federal  Reg¬ 
ister,  indexed  both  under  HUD  and 
under  Federal  Insurance  Administra¬ 
tion.  at  24  CFR  Part  1914. 

(b)  Similarly,  lists  of  communities 
with  newly  identified  special  flood 
hazard  areas  are  regularly  published 
in  the  Federal  Register  under  24 
CFR  Part  1915.  However,  the  maps 
showing  the  boundaries  of  such  areas 
are  not  published  in  the  Federal  Reg¬ 
ister  and  must  be  obtained  or  verified 
as  indicated  below. 

(c)  In  addition  to  publication  in  the 
Federal  Register,  daily  notifications 


are  made  to  HUD  regional  offices  and 
to  the  fiscal  agent  of  changes  in  com¬ 
munity  status  within  their  areas.  A  list 
of  all  eligible  communities,  indicating 
the  dates  of  all  hazard  area  identifica¬ 
tions,  are  published  in  booklet  form 
every  other  month  with  information 
current  as  of  the  last  calendar  day  of 
the  previous  month  and  are  distribut¬ 
ed  without  cost  to  anyone  having  an 
interest  in  the  flood  insurance  pro¬ 
gram.  However,  because  of  printing 
and  mail  delivery  time  lags,  the  pub¬ 
lished  lists  available  at  any  given  time 
may  be  as  much  as  60  days  old.  To  as¬ 
certain  whether  a  community  not 
listed  in  this  booklet  has  been  subse¬ 
quently  identified  as  flood  prone,  an 
inquiry  may  be  made  to  the  fiscal 
agent  in  the  appropriate  state  or  by 
calling  the  FIA  toll  free  numbers  800- 
424-8872  or  800-424-8873. 

(d)  It  is  not  the  intent  of  the  pro¬ 
gram  to  require  the  purchase  of  flood 
insurance  for  buildings  located  outside 
the  special  flood  hazard  area.  Conse¬ 
quently,  after  the  publication  of  flood 
maps,  the  Administrator  may  issue 
amendments  to  the  maps  correcting 
technical  mapping  deficiencies.  See  24 
CFR  Part  1920. 

(e)  The  descriptions  of  special  flood 
hazard  areas  contained  in  Flood 
Hazard  Boundary  Maps  and  Flood  In¬ 
surance  Rate  Maps  in  some  instances 


may  not  be  clear  enough  to  permit 
lending  institutions  to  decide  with  cer¬ 
tainty  and  precision  whether  or  not 
property  which  is  the  security  for  a 
loan  or  which  is  the  subject  of  a  loan 
is  located  in  such  an  area.  Accordingly, 
for  the  purposes  of  the  Flood  Disaster 
Protection  Act  of  1973  and  for  the 
loan,  the  Federal  Insurance  Adminis¬ 
trator  has  determined  that  a  lender’s 
decision  made  in  the  exercise  of  due 
diligence  and  good  faith  as  to  the  loca¬ 
tion  of  a  property,  which  is  the  subject 
of  a  loan,  on  such  a  map  will  be  final 
and  sufficient  to  comply  with  the  Act. 

(f)  In  such  instances  where  a  good 
faith  finding  has  been  made  by  a 
lender  or  its  agent,  acting  pursuant  to 
the  requirements  of  the  Act,  that  the 
property  is  outside  the  special  flood 
hazard  area,  such  finding  as  to  the  lo¬ 
cation  of  the  property  shall  be  final 
with  respect  to  such  property,  regard¬ 
less  of  any  subsequent  contrary  con¬ 
clusion  by  any  person,  agency,  or 
body,  and  regardless  of  any  change  of 
ownership  of  the  property  or  status  of 
the  loan  or  transaction,  provided,  at 
the  time  of  any  subsequent  making, 
increasing,  extension,  or  renewal  of  a 
loan  with  respect  to  which  the  proper¬ 
ty  is  the  subject,  the  map  upon  which 
the  original  finding  was  based  is  still 
in  effect  and  remains  unrevised  as  to 
the  property  in  question. 
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(g)  Because  the  most  current  infor¬ 
mation  on  program  changes  is  that 
which  is  periodically  published  in  the 
Federal  Register,  a  publication  rou¬ 
tinely  available  to  Federal  agencies 
but  not  private  lenders,  private  lenders 
might  consider  subscribing  to  the  Fed¬ 
eral  Register  directly.  The  Federal 
Register  may  be  obtained  from  the 
Superintendent  of  Documents,  U.  S. 
Government  Printing  Office,  Wash¬ 
ington,  D.C.  20402,  at  a  subscription 
price  of  $5  per  month  or  $45  per  year, 
payable  in  advance. 

3.  Where  to  obtain  insurance  poli¬ 
cies,  maps,  and  program  information. 

(a)  Insurance  policies  under  the  Na¬ 
tional  Flood  Insurance  agent  or  broker 
serving  the  eligible  community,  or 
from  the  servicing  agent  (see  24  CFR 
Part  1912  at  §1912.3). 

(b)  The  Flood  Hazard  Boundary 
Maps  are  the  first  maps  prepared  in 
the  identification  process.  These  indi¬ 
cate  the  locations  of  identified  special 
flood  hazard  areas  and  are  always 
maintained  on  file  within  each  eligible 
community  in  a  repository  designated 
by  the  mayor  or  chief  executive  offi¬ 
cer,  usually  the  building  inspector’s 
office  or  the  city  clerk’s  office.  The  ad¬ 
dress  of  such  repository  is  published  in 
the  Federal  Register  at  24  CFR  Part 
1914.  The  Flood  Insurance  Rate  Maps 
are  issued  later  following  a  detailed 
study  of  the  flood  hazard  area.  These 
maps  delineate  degrees  of  flood  hazard 
and  include  more  precise  area  identifi¬ 
cation. 

(c)  Maps,  literature,  and  policy  appli¬ 
cation  forms  and  manuals  are  avail¬ 
able  from  the  servicing  agent.  The  ser¬ 
vicing  agent  is  also  equipped  to  answer 
questions  on  eligibility  of  communi¬ 
ties.  scope  of  coverage,  and  maximum 
amounts  of  insurance  available  with 
respect  to  particular  types  of  build¬ 
ings. 

(d)  Specific  questions  relating  to  in¬ 
surance  coverage  should  be  referred  to 
individual  insurance  agents  or  brokers 
or  to  the  servicing  agent;  general  ques¬ 
tions  on  the  Program  that  cannot  be 
answered  may  be  referred  to  the  near¬ 
est  HUD  regional  office;  or  to  the  Fed¬ 
eral  Insurance  Administration,  HUD, 
Washington,  D.C.,  202-755-5581,  or  its 
toll-free  numbers  800-424-8872  or  800- 
424-8873. 

(e)  Copies  of  statutes,  program  regu¬ 
lations,  and  community  eligibility  ap¬ 
plication  forms  may  be  obtained  from 
HUD  regional  offices  or  directly  from 
the  Federal  Insurance  Administration 
in  Washington. 

B.  General  Guidelines  for  Lenders 

1.  Property  eligible  for  flood  insur¬ 
ance  coverage,  (a)  For  the  purposes  of 
the  National  Flood  Insurance  Pro¬ 


gram,  the  term  building  is  defined  to 
include  mobile  homes,  as  well  as  any 
walled  and  roofed  structure,  other 
than  a  gas  or  liquid  storage  tank,  that 
is  principally  above  ground  and  af¬ 
fixed  to  a  permanent  site.  Thus, 
nearly  all  types  of  industrial,  commer¬ 
cial  and  agricultural  buildings,  such  as 
lumber  sheds,  machinery  storage 
sheds,  grain  storage  bins,  and  silos  are 
eligible  for  coverage,  but  each  building 
and  its  contents  (if  eligible)  must  gen¬ 
erally  be  insured  separately. 

Exception.  The  owner  of  a  single 
family  dwelling  may  apply  up  to  10 
percent  of  his  coverage  to  the  appurte¬ 
nant  private  structures  on  the  prem¬ 
ises  if  they  are  used  primarily  in  con¬ 
nection  with  the  occupancy  of  the 
dwelling. 

(b)  Mobile  homes  are  eligible  for 
coverage  if  they  are  on  foundations, 
whether  or  not  permanent,  and  re¬ 
gardless  of  whether  the  wheels  are  re¬ 
moved  either  at  time  of  purchase  or 
while  on  the  foundation.  Travel  trail¬ 
ers  and  campers  are  not  eligible  for 
coverage,  and  thus  the  insurance  pur¬ 
chase  requirement  of  the  Act  does  not 
apply  to  them. 

(c)  Where  a  condominium  plan  in¬ 
cludes  traditional  townhouses  and  row- 
houses  that  are  contiguous  to  the 
ground  and  capable  of  separate  owner¬ 
ship  and  legal  descriptions,  these  units 
are  eligible  for  coverage  as  single¬ 
family  dwellings,  regardless  of  the 
type  of  common  walls.  However,  high- 
rise  or  verticle  condominium  units  are 
not  eligible  for  separate  coverage, 
since  all  condominium  owners  normal¬ 
ly  share  ownership  in,  and  liability  for, 
structural  damage  to  the  common 
areas  which  comprise  the  entire  struc¬ 
ture  less  the  individual  units.  There 
are  normally  two  ways  to  insure  a 
high-rise  condominium. 

The  policy  may  be  issued  in  the 
name  of  the  condominium  owners’  as¬ 
sociation,  up  to  a  maximum  coverage 
of  $100,000  per  building  under  the 
Emergency  Program  and  $250,000  per 
building  under  the  Regular  Program. 
In  such  a  case,  when  an  individual 
loan  is  obtained  to  purchase  a  condo¬ 
minium  unit,  the  lender  should  see  to 
it  that  flood  insurance  coverage  is  ob¬ 
tained  by  the  owner’s  association  in  an 
amount  equal  to  the  amount  of  the 
loan,  and  that  the  new  purchaser’s 
name  is  added  to  the  schedule  of 
named  insured  until  the  association 
has  purchased  the  maximum  amount 
of  coverage  for  which  the  building  can 
be  insured  under  the  Program.  New 
subsequent  condominum  unit  purchas¬ 
ers  would  simply  have  their  names 
added  to  the  common  policy  on  the 
building. 

However,  if  an  owner’s  association 
will  not  buy  structure  coverage  in  its 


own  name  for  the  commonly  owned 
areas,  an  individual  unit  owner  may 
purchase  structure  coverage  separate¬ 
ly,  in  the  amount  of  his  insurable  in¬ 
terest  in  the  structure  (as  stated  in  the 
condominium  owners  association 
agreement).  In  such  cases,  the  policy 
should  be  issued  to  the  individual  and 
the  condominium  association,  as 
named  insureds,  “as  their  interests 
may  appear.”  Then,  at  the  time  of  a 
loss  involving  damage  to  the  struc¬ 
ture’s  commonly  owned  areas,  the  unit 
owner  could  apply  to  flood-damaged 
commonly  owned  areas  of  the  struc¬ 
ture,  a  percentage  of  the  face  value  of 
his  policy  equal  to  his  insurable  inter¬ 
est  in  those  areas.  In  this  case,  the  in¬ 
dividual  unit  owner  would  be  required 
to  purchase  coverage  in  the  amount  of 
the  loan  or  mortgage  on  his  individual 
insurable  interest  in  the  structure  or 
the  maximum  amount  available  under 
the  Program  for  a  single-family  dwell¬ 
ing,  whichever  is  less. 

(d)  All  condominium  unit  owners  in 
eligible  communities  are  entitled  to 
purchase  individual  contents  coverage, 
however,  and  the  owners  of  units  on 
the  first  two  floors  of  buildings  locat¬ 
ed  within  special  flood  hazard  areas 
should  be  especially  encouraged  to  do 
so,  since  they  are  most  likely  to  sus¬ 
tain  individual  damage. 

(e)  Regardless  of  the  type  of  condo¬ 
minium  involved,  contents  coverage  up 
to  $10,000  per  unit  under  the  Emer¬ 
gency  Program,  and  $50,000  additional 
under  the  Regular  Program  for  a  total 
amount  of  $60,000,  is  available  for 
each  condominium  unit  owner.  Con¬ 
tents  coverage  for  a  mobile  home, 
however,  is  available  only  if  the 
mobile  home  is  eligible  for  structure 
coverage,  as  discussed  in  paragraph  (b) 
above. 

(f)  Although  structure  coverage  may 
be  written  on  buildings  that  are  not 
fully  enclosed,  flood  insurance  cover¬ 
age  is  applicable  to  contents  only 
while  in  an  enclosed  structure.  Thus, 
contents  coverage  cannot  be  written 
on  the  contents  of  a  three-walled  ma¬ 
chinery  shed  or  a  similar  type  of  open 
building,  and  flood  insurance  on  such 
contents  is  never  required. 

2.  When  the  purchase  of  flood  insur¬ 
ance  is  required,  (a)  After  March  2, 
1974,  flood  insurance  is  required  by 
the  Act  when  financial  assistance  is 
provided  to  finance  the  acquisition, 
construction,  repair,  or  improvement 
of  a  building  or  mobile  home  located 
within  an  identified  Zone  A,  Al-99, 
AO,  V,  Vl-30,  and  VO  in  a  community 
in  which  flood  insurance  under  the 
program  is  currently  being  sold. 
Unless  the  community  involved  is  par¬ 
ticipating  in  the  National  Flood  Insur¬ 
ance  Program,  insurance  is  not  avail¬ 
able. 


FEDERAL  REGISTER,  VOL.  43,  NO.  34— FRIDAY,  FEBRUARY  17,  1978 


NOTICES 


7145 


Note  that  under  the  Housing  and 
Community  Development  Act  of  1977, 
federally  regulated,  approved,  super¬ 
vised,  or  insured  lending  institutions 
must  notify  purchasers  or  lessees  ob¬ 
taining  loans  secured  by  real  improved 
real  property  or  a  mobile  home  in  a 
designated  special  flood  hazard  area  as 
to  whether,  in  the  event  of  flood 
damage  to  that  property.  Federal  di¬ 
saster  assistance  will  be  available. 

(b)  The  Federal  Insurance  Adminis¬ 
tration  and  the  Federal  Home  Loan 
Bank  Board  have  construed  the  Act  to 
include  not  only  the  origination  of 
mortgage  loans  but  also  the  purchase 
of  mortgage  loan  portfolios  in  the  sec¬ 
ondary  market  and  participations 
thereof.  Thus,  mortgage  loans  and  in¬ 
terests  in  mortgage  loans  purchased 
after  March  2,  1974,  must  be  covered 
by  flood  insurance,  where  applicable, 
unless  the  original  loan  was  made  pur¬ 
suant  to  a  formal  loan  commitment 
issued  prior  to  March  2,  1974.  The 
Federal  Deposit  Insurance  Corpora¬ 
tion,  the  Federal  Reserve  Board  and 
the  Comptroller  of  the  Currency  have 
construed  the  term  financial  assis¬ 
tance  to  include  only  the  origination 
of  mortgage  loans  and  not  the  pur¬ 
chase  of  loans  in  the  secondary  mar¬ 
kets  in  this  respect;  therefore,  regula¬ 
tions  of  these  instrumentalities  differ. 
See  12  CFR  Parts  22,  28,  339,  523,  and 
760. 

<c)  The  mere  assumption  of  an  exist¬ 
ing  mortgage  by  the  new  purchaser  of 
a  property  after  March  2,  1974,  does 
not  require  the  purchase  of  flood  in¬ 
surance  if  the  original  mortgage  was 
made  before  March  2,  1974,  and  there 
is  no  material  change  in  its  terms  after 
that  date.  However,  if  there  is  any  ex¬ 
tension,  increase,  or  renewal,  including 
a  novation,  then  flood  insurance  is  re¬ 
quired  if  the  insurance  purchase  re¬ 
quirement  has  become  applicable  since 
the  date  of  the  mortgage. 

(d)  Since  mobile  homes  are  treated 
in  the  same  manner  as  improved  real 
estate  under  the  Act,  any  financing  of 
mobile  homes  on  foundations  requires 
the  purchase  of  flood  insurance  if  lo¬ 
cated  or  to  be  located  in  a  special  flood 
hazard  area.  Where  a  mobile  home 
has  not  yet  been  placed  on  a  founda¬ 
tion  at  the  time  of  closing,  but  it  is 
known  that  the  home  will  be  placed  on 
a  foundation  located  in  a  special  flood 
hazard  area,  flood  insurance  coverage 
of  the  mobile  home  must  be  obtained 
as  a  condition  of  the  loan. 

(e)  Flood  insurance  is  required  on 
personal  property,  as  well  as  inven¬ 
tory,  machinery  and  equipment,  only 
when  the  loan  from  a  private  lender 
involves  not  only  a  security  interest  in 
the  personal  property,  but  also  a  secu¬ 
rity  interest  in  real  estate  or  else  a  re¬ 
lated  real  estate  loan  that  is  made,  ex¬ 
tended,  or  refinanced  at  the  same  time 
as  the  personal  property  loan.  Private 
loans  for  personal  property  that  do 


not  involve  direct  or  indirect  Federal 
assistance  (such  as  guarantees)  or 
mortgages  on  real  estate,  are  not  sub¬ 
ject  to  the  flood  insurance  purchase 
requirement,  regardless  of  where  the 
properly  is  to  be  located.  The  lender, 
however,  may  require  flood  insurance 
on  its  own  initiative. 

(f)  The  burden  of  determining  the 
location  of  the  real  property  to  be  fi¬ 
nanced  is  on  the  lender  and  cannot  be 
discharged  merely  by  obtaining  a  self- 
certification  from  the  borrower  that 
the  property  is  not  located  in  an  area 
having  special  flood  hazards.  If  an  ap¬ 
praisal  of  the  property  is  required,  its 
location  in  relation  to  an  identified 
special  flood  hazard  area  should  be 
part  of  the  appraisal.  If  no  appraisal  is 
obtained,  then  the  lending  institution 
should  verify  the  location. 

(g)  The  insurance  purchase  require¬ 
ment  with  respect  to  a  particular  com¬ 
munity  is  altered  by  the  issuance  or 
withdrawal  of  FIA’s  official  flood 
maps.  If  the  Federal  Insurance  Admin¬ 
istration  withdraws  a  Flood  Hazard 
Boundary  Map  (for  any  reason),  the 
insurance  purchase  requirement  is 
completely  suspended  during  the 
period  of  withdrawal.  However,  if  the 
community  is  in  the  Regular  Program 
and  only  the  Flood  Insurance  Rate 
Map  (which  controls  actuarial  rates)  is 
withdrawn  but  a  Flood  Hazard  Bound¬ 
ary  Map  remains  in  effect,  then  flood 
insurance  is  still  required,  but  the 
maximum  amount  of  insurance  avail¬ 
able  is  first  layer  coverage  under  the 
Emergency  Program,  since  the  com¬ 
munity’s  Regular  Program  status  is 
suspended  while  the  map  is  with¬ 
drawn. 

(h)  Because  of  possible  changes  in  a 
community’s  eligibility  and  area  iden¬ 
tification  status  during  the  implemen¬ 
tation  of  the  Act,  the  Federal  Insur¬ 
ance  Administration  believes  that  the 
insurance  purchase  requirements  of 
the  Act  must  be  applied  on  the  basis 
of  the  circumstances  existing  as  of  the 
date  of  closing.  Lenders  may  accom¬ 
plish  this  by  placing  a  condition  at  the 
time  of  commitment  that  insurance 
will  be  required  if  the  property  is  lo¬ 
cated  in  a  special  flood  hazard  area  at 
the  time  of  closing.  To  make  the  impo¬ 
sition  of  the  flood  insurance  purchase 
requirement  on  the  date  of  closing  a 
practicable  and  equitable  procedure, 
the  Federal  Insurance  Administration 
urges  Federal  agencies  and  instrumen¬ 
talities  to  provide  for  notice  to  the 
borrower  in  the  loan  approval  or  com¬ 
mitment  that  if  the  flood  insurance 
purchase  requirement  is  applicable  on 
the  date  of  closing,  it  will  be  imple¬ 
mented. 

For  example,  the  date  on  which 
flood  insurance  is  required  by  a  Feder¬ 
al  agency  may  be  the  date  of  the 
formal  loan  approval  or  commitment. 
However,  if  flood  insurance  cannot  be 
required  at  the  time  of  approval  or 


commitment,  but  the  status  of  the 
structure  or  community  changes  so 
that  at  the  time  of  closing  flood  insur¬ 
ance  should  be  required,  the  purchase 
of  insurance  should  be  imposed  at  the 
time  of  closing.  If  the  status  changes 
so  that  the  insurance  purchase  re¬ 
quirement  does  not  become  applicable 
until  more  than  30  days  after  the  loan 
approval  or  commitment  and  the  Fed¬ 
eral  agency  or  instrumentalities  be¬ 
lieves  it  cannot  practically  impose 
such  requirement  on  the  basis  of  the 
status  at  the  time  of  closing,  it  may 
choose  not  to  do  so.  The  insurance 
purchase  requirement  may  also  be  af¬ 
fected  by  the  withdrawal  of  a  map  or 
the  suspension  of  a  community  from 
the  program.  The  insurance  purchase 
requirement  still  technically  applies, 
although  insurance  cannot  be  pur¬ 
chased.  If  the  community  reenters  the 
program,  lapsed  policyholders  should 
be  required  to  purchase  new  policies. 
Loans  do  not,  however,  have  to  be 
called  when  policies  lapse  due  to  sus¬ 
pension. 

(i)  As  in  all  other  matters  treated  in 
these  quidelines,  however.  Federal  su¬ 
pervisory  instrumentalities  and  pri¬ 
vate  lenders  may  impose  more  strin¬ 
gent  requirements  for  their  own  pro¬ 
tection  and  the  protection  of  their 
borrowers  if  they  choose  to  do  so. 

3.  Amount  of  flood  insurance  re¬ 
quired.  (a)  For  communities  in  the 
Emergency  Program,  the  maximum 
amount  of  flood  insurance  required  is 
the  maximum  amount  available  under 
the  Emergency  Program.  For  commu¬ 
nities  in  the  Regular  Program,  the 
maximum  amount  required  is  not  the 
maximum  amount  available  under  the 
Regular  Program,  but  only  the  emer¬ 
gency  program  limits  increased  by  a 
multiple  of  two  (2).  However,  these  re¬ 
quirements  are  subject  to  the  qualifi¬ 
cations  set  forth  below. 

(b)  The  administration  of  the  insur¬ 
ance  purchase  requirement  of  the  Act 
should  conform  as  closely  as  practica¬ 
ble  to  normal  commercial  lending 
practices.  Thus,  while  flood  insurance 
is  required  in  the  amount  of  the  loan 
or  the  maximum  amount  available 
under  the  program,  whichever  is  less, 
the  amount  of  the  insurance  required 
should  be  reduced  by  the  value  of  the 
land  involved,  in  cases  where  the  pro¬ 
posed  loan  clearly  exceeds  the  value  of 
the  insurable  improvements.  However, 
such  a  reduction  is  not  required.  Pri¬ 
vate  lenders  that  do  not  normally  ap¬ 
praise  land  values  separately,  and  that 
generally  require  fire  insurance  for 
the  full  amount  of  the  loan,  are  free  to 
follow  the  same  practice,  to  the  extent 
otherwise  permitted  by  law,  with  re¬ 
spect  to  flood  insurance. 

(c)  If  a  loan  is  made  while  a  commu¬ 
nity  is  in  the  Emergency  Program  and 
the  amount  of  flood  insurance  avail¬ 
able  is  insufficient  to  cover  the 
amount  of  the  loan,  the  lender  has  no 
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obligation  to  increase  the  amount  of 
flood  insumce  required  when  the  com¬ 
munity  enters  the  Regular  Program. 
However,  the  lender  is  not  precluded 
from  doing  so. 

4.  Proof  of  purchase  and  mainte¬ 
nance  of  flood  insurance,  (a)  Lenders 
shall  treat  the  flood  insurance  pur¬ 
chase  requirement  in  essentially  the 
same  way  as  the  fire  insurance  re¬ 
quirement  they  customarily  impose. 
That  is,  most  lenders  will  require  a 
copy  of  the  Standard  Flood  Insurance 
Policy,  endorsed  to  show  them  as  a 
beneficiary. 

<b)  At  the  time  of  the  loan  closing, 
however,  unless  the  lender  or  the  su¬ 
pervisory  instrumentality  rules  other¬ 
wise,  a  copy  of  the  flood  insurance 
policy  application,  indicating  that  the 
full  premium  has  been  paid  is  suffi¬ 
cient  evidence  of  the  purchase  of  flood 
insurance,  since  there  is  normally  a  15- 
day  waiting  period  before  the  policy  is 
actually  issued  and  the  coverage  be¬ 
comes  effective.  However,  once  the 
policy  has  been  issued,  a  copy  of  the 
policy  should  be  obtained  and  main¬ 
tained  by  the  lender.  . 

(c)  Since  the  flood  insurance  policy 
is  an  annual  policy,  lenders  will  be  ex¬ 
pected  to  see  that  flood  insurance  is 
renewed  and  maintained  for  the  entire 
duration  of  the  loan.  Thus,  if  the  bor¬ 
rower  does  not  renew  his  policy  on 
time,  the  lender  will  have  the  usual 
option  of  renewing  it  for  him  or  call¬ 
ing  the  loan.  The  FIA  is  equipped  to 
assure  that  mortgagees  receive  copies 
of  flood  insurance  policies  and  renewal 
notices.  Such  notices  are  normally 
sent  out  45  days,  but  no  less  than  30 
days,  before  the  expiration  date  of  the 
policy.  In  the  event  the  flood  insur¬ 
ance  coverage  is  obtained  from  a 
source  other  than  the  FIA,  lenders 
should  require  similar  notices  to 
permit  the  lender  to  renew  the  policy 
or  call  the  loan. 

(d)  Flood  insurance  is  not  available 
for  buildings  during  the  course  of  con¬ 
struction  until  such  building  has  walls 
and  is  roofed,  unless  building  materi¬ 
als  are  stored  in  a  fully  enclosed  struc¬ 
ture  adjacent  to  the  building  site,  but 
the  amount  of  flood  insurance  re¬ 
quired  by  the  lender  at  any  given  time 
need  not  exceed  the  amount  of  the 
lender’s  total  disbursement  to  date. 

(e)  Flood  insurance  is  not  available 
for  multiple  buildings  under  a  single 
flood  insurance  policy  at  the  present 
time.  Thus,  if  a  lender  makes  a  com¬ 
mitment  for  a  multiple  housing  devel¬ 
opment  under  a  single  loan,  it  will  be 
necessary  to  obtain  an  individual  flood 
insurance  policy  on  each  individual 
building  covered  by  the  mortgage. 

(f)  A  special  disbursement  by  a  pri¬ 
vate  lender  after  March  2,  1974,  to 
protect  its  security  interest  in  a  real 
estate  loan  made  at  any  time,  such  as 
a  disbursement '  to  pay  real  estate 
taxes  or  a  fire  insurance  premium  for 
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a  delinquent  borrower,  does  not  consti¬ 
tute  a  new  loan  or  loan  modification 
requiring  the  purchase  of  flood  insur¬ 
ance  if  such  disbursement  is  made 
solely  for  the  purpose  of  protecting 
the  lender’s  security  interest,  and 
none  of  the  funds  go  to  the  borrower. 

(g)  When  a  loan  is  made  after  March 
2,  1974,  and  is  subject  to  the  insurance 
purchase  requirement  of  the  Act  and 
the  community  in  which  the  property 
is  located  loses  its  eligibility  for  the 
sale  of  flood  insurance,  flood  insur¬ 
ance  is  no  longer  available  at  the  time 
of  policy  renewal.  Such  an  existing 
loan  does  not  have  to  be  called  in 
those  circumstances,  although  it 
cannot  be  increased,  extended,  or  oth¬ 
erwise  modified  for  the  benefit  of  the 
borrower  after  the  flood  insurance 
policy  lapses. 

C.  Additional  Guidelines  for  Federal 
Agencies 

1.  When  the  purchase  of  flood  insur¬ 
ance  is  required,  (a)  The  guidelines  ap¬ 
plicable  to  private  lenders  are  also 
generally  applicable  to  Federal  agen¬ 
cies.  However,  the  Act  imposes  more 
stringent  requirements  on  Federal 
agencies  with  respect  to  new  financial 
assistance  to  projects  that  they  have 
previously  assisted. 

(b)  With  respect  to  Federal  agencies, 
the  insurance  purchase  requirement 
applies  to  all  assisted  personal  proper¬ 
ty,  except  in  research  and  develop¬ 
ment  projects  which  do  not  involve  in¬ 
surable  items,  regardless  of  whether 
the  agency  has  provided  or  is  provid¬ 
ing  any  financial  assistance  with  re¬ 
spect  to  real  estate.  If  at  the  time  of 
providing  the  financial  assistance  for 
personal  property,  the  agency  takes 
back  a  mortgage  on  real  estate,  flood 
insurance  must  be  required  on  the  real 
estate  as  well. 

(c)  Similarly,  if  a  Federal  agency 
provides  financial  assistance  for  per¬ 
sonal  property  to  a  borrower  that  the 
agency  has  previously  assisted  with  re¬ 
spect  to  real  estate  at  the  same  facility 
in  the  same  location,  then  it  must  re¬ 
quire  flood  insurance  on  the  previous¬ 
ly-assisted  building  as  well  as  on  the 
personal  property.  The  amount  of 
flood  insurance  required  on  the  build¬ 
ing  should  be  based  upon  its  current 
value,  however,  and  not  on  the 
amount  of  assistance  previously  pro¬ 
vided. 

(d)  Federal  agencies  must  require 
flood  insurance  on  all  assisted  person¬ 
al  property  even  in  cases,  such  as 
working  capital  guarantees,  where  no 
funds  are  disbursed  and  no  security  in¬ 
terest  is  obtained. 

2.  Amount  of  flood  insurance  re¬ 
quired.  (a)  The  Act  imposes  two  re¬ 
quirements  on  Federal  agencies  that 
are  different  from  those  imposed  upon 
private  lenders.  The  first  is  that  flood 
insurance  must  be  obtained  in  the 
amount  of  project  cost  (except  where 
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a  loan  is  involved),  and  the  second  is 
that  land  value  must  be  subtracted  out 
of  determining  project  cost.  The  re¬ 
quirement  to  subtract  out  land  cost 
does  not  apply  to  agencies  that  do  not 
lend  Federal  funds  but  operate  entire¬ 
ly  through  private  lenders. 

(b)  The  term  project  cost  is  not  de¬ 
fined  but  is  expect  to  be  construed  as 
the  agency  involved  would  normally 
construe  it.  However,  since  certain 
public  facilities,  such  as  bridges,  dams, 
water  and  sewer  lines,  and  under¬ 
ground  structures  are  not  insurable 
under  the  program,  the  uninsurable 
portions  of  project  cost,  as  well  as  land 
cost  (or  the  value  allocated  to  land, 
where  no  land  acquisition  is  involved), 
would  normally  be  subtracted  from 
project  cost  in  determining  the 
amount  of  flood  insurance  required. 
Thus,  flood  insurance  need  not  be  re¬ 
quired  in  excess  of  the  value  of  the 
buildings  to  be  insured. 

(c)  For  example,  if  90  percent  of  the 
cost  of  a  $5  million  sewer  system  con¬ 
sisted  of  underground  lines  and  under¬ 
ground  pumping  stations,  and  the  bal¬ 
ance  of  the  cost  represented  above¬ 
ground  buildings,  then  flood  insurance 
would  be  required  only  on  the  $500,000 
portion  of  the  project  that  was  eligible 
for  insurance.  If  that  portion  consisted 
of  only  two  equally  valued  buildings, 
within  a  community  in  the  Regular 
Program,  then  only  $200,000  on  each 
building  would  be  required.  If  the  two 
buildings  were  valued  at  $100,000  and 
$400,000,  then  $100,000  and  $200,000 
of  insurance,  respectively,  would  be  re¬ 
quired. 

(d)  Similarly,  if  an  agency  such  as 
the  Defense  Civil  Preparedness 
Agency  (DCPA)  provided  50  percent  of 
the  cost  of  constructing  an  Emergency 
Operating  Center  (EOC)  in  the  base¬ 
ment  of  a  new  courthouse  that  was 
not  built  with  Federal  funds,  then 
flood  insurance  (to  the  extent  avail¬ 
able)  would  be  required  in  an  amount 
equal  to  100  percent  of  the  cost  of  the 
Center  or  $200,000,  whichever  is  lesser, 
regardless  of  the  fact  that  a  local  gov¬ 
ernment  had  provided  the  remainder 
of  the  cost.  The  amount  of  flood  insur¬ 
ance  required  would  be  based  not  on 
the  total  cost  of  the  courthouse,  but 
only  on  the  cost  of  the  portion  of  the 
building  that  constituted  DCPA’s  pro¬ 
ject.  However,  agencies  can  adopt 
more  stringent  requirements  if  they 
believe  the  interests  of  the  Govern¬ 
ment  require  them  to  do  so. 

(e)  A  number  of  Federal  agencies 
make  grants  for  projects  other  than 
those  strictly  limited  to  acquisition  or 
construction  of  buildings  in  special 
flood  hazard  areas.  Such  projects 
might  involve  the  maintenance  and 
operation  of  a  building  or  research 
and  development.  When  grants  are  to 
be  used  for  the  maintenance  and  oper¬ 
ation  of  buildings,  no  flood  insurance 
would  be  required.  Where  equipment 
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is  purchased  in  connection  with  re¬ 
search  and  grant  projects  and  for  the 
maintenance  and  operation  of  build¬ 
ings  (including  routine  alterations  and 
repairs),  the  amount  of  flood  insur¬ 
ance  required  need  not  exceed  the 
value  of  the  equipment. 

(f)  Other  agencies,  such  as  the  Fed¬ 
eral  Highway  Administration  or  the 
Environmental  Protection  Agency, 
make  substantial  loans  or  grants  pri¬ 
marily  for  the  construction  of  facili¬ 
ties  other  than  buildings,  such  as 
bridges  or  water  and  sewer  lines. 
Where  what  is  essentially  an  uninsura- 
ble  facility  only  incidentally  involves 
insurable  construction,  such  as  a  small 
drawbridge  station  or  the  above¬ 
ground  portion  of  an  underground 
pumping  station,  flood  insurance  is  re¬ 
quired  only  for  insurable  items. 

3.  Evidence  of  insurance  where  a  se¬ 
curity  interest  is  not  retained,  (a)  Be¬ 
cause  Federal  agencies  are  legally  re¬ 
sponsible  for  seeing  that  flood  insur¬ 
ance  is  maintained  by  recipients  of  fi¬ 
nancial  assistance  for  the  entire  antici¬ 
pated  economic  or  useful  life  of  the 
project,  it  is  recommended  that  they 
obtain  a  copy  of  the  flood  insurance 
policy  and  receive  copies  of  renewal 
notices  in  the  same  manner  as  a  mort¬ 
gagee,  so  that  they  will  know  whether 
the  requirement  they  have  imposed  is 
actually  being  carried  out  by  the  re¬ 
cipient  beyond  the  first  expiration 
date  of  the  policy.  The  simplest  way  to 
accomplish  this  purpose  is  to  have  the 
recipient  list  the  Federal  agency  as  a 
“mortgagee”  on  his  flood  insurance 
application.  Notifications  on  the 
status  of  the  policy  will  then  be  auto¬ 
matic. 

(b)  However,  where  circumstances 
warrant,  as  in  the  case  of  research 
contracts  and  grants  to  public  recipi¬ 
ents  that  only  incidentally  involve 
construction,  the  agency  may  accept  a 
certificate  from  the  recipient  formally 
stating  that  flood  insurance  is  avail¬ 
able  at  the  time  the  award  is  made  and 
that  the  recipient  has  purchased  and 
will  maintain  adequate  flood  insurance 
for  the  entire  duration  of  its  work 
under  the  contract  or  grant.  Individ¬ 
ual  agency  policies  may  vary  in  this 
matter. 

D.  Acceptance  of  Private  Flood  In¬ 
surance  To  Meet  Statutory  Re¬ 
quirement 

It  was  a  primary  legislative  purpose 
of  the  Act  not  only  to  make  property 
owners  throughout  the  nation  aware 
of  the  significance  and  severity  of  the 
flood  peril  and  to  assure  their  pur¬ 
chase  of  flood  insurance  where 
needed,  but  also  to  guarantee  their 
adequate  protection  through  a  Feder¬ 
ally-sponsored  and  subsidized  pro¬ 
gram,  and  thereby  to  reduce  the  in¬ 
creasing  costs  of  Federal  disaster  relief 
expenditures  to  the  nation’s  taxpay¬ 
ers.  Had  adequate  and  assured  flood 


insurance  protection  been  available 
through  the  private  insurance  market, 
the  National  Flood  Insurance  Program 
would  not  have  been  necessary. 

These  guidelines  represent  the  posi¬ 
tion  of  the  Federal  Insurance  Adminis¬ 
tration  with  respect  to  what  insurance 
policies,  other  than  the  Standard 
Flood  Insurance  Policy,  are  acceptable 
in  meeting  the  statutory  requirement 
for  insurance  established  under  sec¬ 
tion  102  of  the  Flood  Disaster  Protec¬ 
tion  Act  of  1973.  A  guideline  of  this 
nature  is  required  because  that  Act 
mandates  the  purchase  of  flood  insur¬ 
ance  as  a  precondition  for  certain  as¬ 
sistance  for  construction  and  acquisi¬ 
tion  purposes  from  Federal  agencies, 
and  for  most  private  mortgage  loans, 
in  identified  special  flood  hazard 
areas. 

Most  persons  will  be  purchasing 
flood  insurance  for  the  first  time,  and 
the  majority  would  not  have  pur¬ 
chased  it  except  for  the  statutory  re¬ 
quirement.  It  is,  therefore,  essential 
that  the  insurance  which  the  public  is 
required  to  purchase  be  reasonable  as 
to  price  and  quality. 

Such  reasonableness  is,  of  course, 
built  into  the  Standard  Flood  Insur¬ 
ance  Policy,  issued  in  accordance  with 
the  National  Flood  Insurance  Pro¬ 
gram,  originally  enacted  in  1968.  Al¬ 
though  flood  insurance  coverage, 
many  of  which  are  incorporated  in 
package  policies  covering  other  perils, 
are  subject  to  State  regulations  of  in¬ 
surance,  and  although  in  many  States 
the  policy  forms  and  rates  are  ap¬ 
proved  by  the  State  Insurance  Com¬ 
missioner,  these  other  policies  may 
not  necessarily  meet  the  requirements 
of  the  National  Flood  Insurance  Pro¬ 
gram. 

Consequently,  the  following  criteria 
should  be  met  with  respect  to  any 
flood  insurance  policy  submitted  to  a 
lending  institution  or  a  Federal  agency 
in  purported  satisfaction  of  the  insur¬ 
ance  purchase  requirements  of  section 
102  of  the  Flood  Disaster  Protection 
Act  of  1973: 

(aXi)  The  insurer  is  licensed  to  do 
business  in  the  jurisdiction  where  the 
property  is  located;  or 

(ii)  In  the  case  of  non-residential, 
commercial  property  insured  pursuant 
to  a  policy  of  difference  in  conditions, 
multiple  peril,  all  risk,  or  other  blan¬ 
ket  coverage,  the  insurer  is  recognized, 
or  not  disapproved,  as  a  surplus  lines 
insurer  in  the  jurisdiction  where  the 
property  is  located. 

(b)  The  flood  insurance  policy  issued 
by  the  insurer  includes  an  endorse¬ 
ment  which: 

(1)  Requires  that  that  the  insurer 
give  30  days  written  notice  of  cancella¬ 
tion  or  non-renewal  to  the  insured 
with  respect  to  the  flood  insurance 
coverage.  To  be  effective,  such  notice 
must  be  mailed  to  both  the  insured 
and  the  lender  or  Federal  agency  and 


must  include  information  as  to  the 
availability  of  flood  insurance  cover¬ 
age  under  the  National  Flood  Insur¬ 
ance  Program;  and 
(2)  Guarantees  that  the  flood  insur¬ 
ance  coverage,  considering  both  deduc¬ 
tibles  and  exclusions  or  conditions  of¬ 
fered  by  the  insurer  is  at  least  as 
broad  as  the  coverage  offered  by  the 
Standard  Flood  Insurance  Polciy. 

In  order  to  assure  that  the  purposes 
of  the  flood  insurance  legislation  are 
met,  all  lending  institutions  and  Fed¬ 
eral  agencies  acting  in  accordance  with 
section  102  of  the  Flood  Disaster  Pro¬ 
tection  Act  of  1973  should  take  the 
following  additional  actions  when 
flood  insurance,  other  than  the  Stan¬ 
dard  Flood  Insurance  Policy,  is  offered 
in  satisfaction  of  the  statutory  re¬ 
quirement: 

(1)  Advise  borrowers  of  the  availabil¬ 
ity  of  flood  insurance  coverage  under 
the  National  Flood  Insurance  Program 
so  that  the  borrower  can,  if  he  wishes, 
make  an  appropriate  comparison  of 
the  respective  premium  costs. 

(2)  Where  applicable,  satisfy  them¬ 
selves  that  a  mortgagee  interest  clause 
similar  to  that  contained  in  the  Stan¬ 
dard  Flood  Insurance  Policy  is  con¬ 
tained  in  the  other  insurance  policy. 

It  is  the  opinion  of  the  Federal  In¬ 
surance  Administration  that  an  insur¬ 
ance  policy  which  meets  all  of  the 
above  criteria  meets  the  insurance 
purchase  requirements  of  section  102 
of  the  Flood  Disaster  Protection  Act 
of  1973. 

E.  List  of  HUD  Regional  Offices 

Region  I— Connecticut,  Maine,  Massachu¬ 
setts,  New  Hampshire,  Rhode  Island,  and 
Vermont:  15  New  Chardon  Street,  Boston, 
Mass.  02114,  Regional  Flood  Insurance 
Staff,  617  -223-2616. 

Region  II—New  Jersey,  New  York,  and 
Puerto  Rico:  90  Church  Street,  Room  801, 
New  York.  N.Y.  10007,  Regional  Flood  In¬ 
surance  Staff,  212-264-4734. 

Region  III— Delaware,  District  of  Columbia, 
Maryland,  Pennsylvania,  Virginia,  and 
West  Virginia:  Curtis  Building,  Sixth  and 
Walnut  Streets,  Philadelphia,  Pa.  19106, 
Regional  Flood  Insurance  Staff,  215-597- 
9581. 

Region  IV— Alabama,  Florida,  Georgia, 
Kentucky,  Mississippi,  North  Carolina, 
South  Carolina,  and  Tennessee:  1371 
Peachtree  Street  NE.,  Atlanta,  Ga.  30309, 
Regional  Flood  Insurance  Staff,  404-257- 
2391. 

Region  V— Illinois,  Indiana.  Michigan,  Min¬ 
nesota,  Ohio,  and  Wisconsin:  300  South 
Wacker  Drive,  Chicago,  Ill.  60606,  Region¬ 
al  Flood  Insurance  Staff,  312-353-0757. 
Region  VI— Arkansas,  Louisiana,  New 
Mexico,  Oklahoma,  and  Texas:  Earle 
Cabell  Building,  1100  Commerce  Street, 
Dallas,  Tex.  75242,  Regional  Flood  Insur¬ 
ance  Staff,  214-749-7412. 

Region  VII— Iowa,  Kansas,  Missouri,  and 
Nebraska:  Federal  Office  Building,  911 
Walnut  Street,  Kansas  City,  Mo.  64106, 
Regional  Flood  Insurance  Staff,  816-374- 
2161. 
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Region  VIII— Colorado,  Montana,  North 
Dakota,  South  Dakota,  Utah,  and  Wyo¬ 
ming:  Room  311,  909  17th  Street,  Denver, 
Colo.  80202,  Regional  Flood  Insurance 
Staff.  303-837-5041.  * 

Region  IX— Arizona,  California,  Hawaii,  and 
Nevada:  450  Golden  Gate  Avenue,  P.O. 
Box  36006,  San  Francisco.  Calif.  94102, 
Regional  Flood  Insurance  Staff.  415-556- 
3543. 

Region  X— Alaska,  Idaho,  Oregon,  and 
Washington  Arcade  Plaza  Building,  Room 
3068,  1321  Second  Avenue,  Seattle,  Wash. 
98101,  Regional  Flood  Insurance  Staff. 
206-442-1026. 

Guidelines  for  the  Mandatory  Pur¬ 
chase  of  Flood  Insurance  are  discussed 
in  the  Environmental  Impact  State¬ 
ment  issued  by  the  Department  on 
September  9,  1976,  in  connection  with 


the  Revised  Flood  Plain  Management 
Regulations  of  the  National  Flood  In¬ 
surance  Program. 

(National  Flood  Insurance  Act  of  1968  (Title 
XIII  of  Housing  and  Urban  Development 
Act  of  1968),  effective  January  28,  1969  (33 
FR  17804,  November  28,  1968),  as  amended 
(42  U.S.C.  4001-4128);  and  Secretary’s  dele¬ 
gation  of  authority  to  Federal  Insurance 
Administrator,  34  FR  2680,  February  27, 
1969,  as  amended  by  39  FR  2787,  January 
24,  1974.) 

Issued  at  Washington,  D.C.,  Febru¬ 
ary  3,  1978. 

Patricia  Roberts  Harris, 
Secretary,  Housing  and  Urban 
Development. 

[FR  Doc.  78-4265  Filed  2-16-78;  8:45  am] 
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